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FARM INCOME AND FINANCES 


HE most frequently discussed problems facing agriculture today are the 
‘% drought, farm surpluses, and the falling income of the farmer. Despite 

these problems, or in some cases indirectly because of them, farm land 
values have largely stopped their downward course. In some areas they are 
higher than ever. 


We believe that the chief reasons for the recent upswing in farm land values 
are the comparative stabilization of the price of farm products and the strong 
confidence in the basic soundness of the agricultural economy. The trend since 
the earliest days of the country has been for a diminishing portion of the popula- 
tion to grow an increasing supply of products for a rapidly rising urban population. 


In recent years the extensive mechanization of our farm lands has made it 
possible for farmers to work greatly increased acreage in an 8-hour day. Less 
than 20 years ago most farming required a 10- to 12-hour day on smaller farms. 
This fact, coupled with Government acreage allotments, has led many farmers to 
expand their holdings in order to keep up their production of controlled crops. The 
tobacco, cotton, and wheat acreage allotment that goes with a farm is frequently 
as big a factor in its price as the productivity of the land. 

(cont. on page 219) 
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(cont. from page 217) 
The year 1940 was certainly a time that most of us would classify as modern. 
At that time we would have said that our farms were highly mechanized. However, 
the number of tractors on farms has tripled since then; the number of trucks has 
increased 25 times; grain combines have increased almost 4 times; and corn 
pickers have increased 6 times. 


Along with the increased mechanization, agricultural research has led to the 
use of more and better fertilizers, improved strains of seeds and animals, more 
lethal insecticides and weed killers. The entire agricultural industry is in a state 
of continuing improvement and rising productivity, and new customers are being 
added at the rate of 2.5 million annually. 


The drop in the income of the farmer has been a foremost topic in recent 
months. A great deal has been made over the fact that the farmers’ realized net 
income dropped 10% in 1954. However, this figure fails to consider the change 
in inventory of farm products. A large part of 1953 farm income was the result of 
farmers’ liquidating large holdings in hogs and corn. In 1954, farmers actually 
sold less than they produced, thereby building up their inventories in crops and 
livestock. If these inventory changes are included in the calculation of farm net 
income, the drop in 1954 was only 1%. 


When you consider that the farm population dropped 33% from 1953 to 1954, 
this 1% drop in income looks even less significant. Discussions of farm income 
frequently overlook the important fact that farm population is shrinking and that 
each year’s farm income is divided among an ever decreasing number of people. 
The chart on the opposite page shows that farm income per capita actually rose 
slightly in 1954. 


On page 217 the chart shows the amount of farm income compared with mail 
order catalog sales. Over the long pull there is a very close correlation. The 
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expanded portion of the chart shows the extreme fluctuations in farm income con- 
trasted with the more regular course of mail order sales. This chart momentarily 
supports the theory of renewed farm confidence by pointing out that catalog 
sales in the first 2 months of 1955 were well ahead of the first 2 months of 1954. 


Another encouraging side of the agricultural situation is the strong financial 
position of farmers. Farm mortgage debt on January 1, 1955, stood at an esti- 
mated figure of $8.2 billion, or only 9. 6% of the $85. 0 billicn representing the 
value of all farm real estate. The trend of this ratio from 1910 to the present 
is shown on page 219. 


Aside from the percentage relationship of debt to value, the dollar amount of 
$8.2 billion is low by prewar standards. During the entire 1920 to 1933 period, 
farm mortgage debt was higher than it is now, ranging from $8. 5 to $10. 8 billion. 
From 1914, the year World War I started, to the postwar peak in farm debt in 
1923, there was a 129% increase in the dollar amount of farm mortgage debt. On 
the other hand, the increase has been only 21% from the 1939 level to the present 
level of farm mortgage debt. 


As was the case last year, the increase in the percentage of debt to value was 
caused primarily by a continued drop in farm real estate values. Financing of 
additional acreage bought to increase farm size, and longer term financing to re- 
place short-term debt were also contributing causes. 


With the halt in dropping farm real estate values, it will be interesting to see 
what happens to the ratio of debt to value next year. There is a chance that the 
slow rise in the percentage of debt to value will be reversed for the first time 
since 1952. Aside from the fact that farmers know they are to enjoy an expanding 
market for many years to come, there is another powerful bulwark to their feel- 
ing of confidence. They are virtually free of debt. 


Obviously this does not mean that we have forgotten about the $8. 2 billion 
farm real estate debt. It means that their liquid assets still outweigh their total 
liabilities. The chart on the opposite page shows that the American Farmer owes 
a total of $17.2 billion, including short- and long-term debt, consumer debt, and 
other miscellaneous obligations. However, his liquid assets, bank deposits, cur- 
rency, and Government bonds, total $19.0 billion, or $1.8 billion more than his 
liabilities. When you consider that these liabilities include his business indebted- 
ness as well as what he owes on his home, automobile, and a houseful of home 
appliances, you get a good idea of the strong position he is in. Relatively few 
of us enjoy such solvency. At the same time it must be admitted that some of 
the farmer’s well-being results from the price protection furnished him at the 
expense of the consumer and the taxpayer. No other group of business men has 
had the protection of the parity price. 


(cont. on page 222) 
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FARMERS ASSETS IN BILLIONS OF DOLLARS 


FARMERS ASSETS AND LIABILITIES 
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(cont. from page 220) 

This is by no means the whole story, however, for some of the most pros- 
perous farmers are those who have not benefited from Government price supports 
(beef, pork, chicken, and egg producers, to mention a few - vegetable and citrus 
growers, to name two more). 


The percentage of total debt to total assets has been rising slowly, as is shown 
by the blue line on the chart on page 221. However, this has'been caused more 
by a drop in the value of farm assets than by rapid expansion of farm debt. In- 
sofar as debt expansion is concerned, farmers have shown a great deal more 
restraint than any other major group. 


The chart below shows the value of all farm property on January 1 of each 
year from 1930 to 1955, and for the years 1910 and 1920. Since 1952, the peak 
year, the biggest drop has occurred in the value of livestock and poultry. The 
9% drop in the value of farm real estate is mild compared with the 42% drop in 
the value of livestock and poultry. It seems a fairly safe guess that the value of 
farm property will be up next year. The rise will be small, but it will at least 
halt the decline that has been going on for the last 3 years. 


The average value per acre of farm land turned up in several States last 
fall, and it seems reasonable to believe that more States will show rising land 
prices this spring. Although the official Department of Agriculture figures on 


farm land values (as of March 1955) have not been published, there are indications 
that farm land values have at least leveled off and have started back up in several 
more important farming areas. 
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The chart above shows the slight upturn in farm land values that occurred 
during late 1954. This chart contrasts the changes in the price of farm products 
with the changes in the average value per acre of farm land. If the prices of 
farm products continue to be fairly stable, the price of farm land should continue 
its recent recovery. The long-term outlook is good for farm land values, and 
the short-term outlook, while more uncertain, is a good deal brighter than a year 
ago. 


The map below shows the average income per farm by States for 1954. If 
you will refer to page 196 of the May 1954 Agricultural Bulletin, you will finda 


AVERAGE CASH INCOME FROM FARM MARKETING PER FARM BY STATES — 1954 
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similar map for 1953. Comparison between these two maps shows that in 1954, 
37 States had a lower per-farm income than in 1953. Of these, the biggest drops 
were in Mississippi, -27%; Colorado, -19%; North Dakota, -i8%; and Maine, 
-14%. 


There were 11 States where:1954 average income per farm was above that 
of 1953. These were Ohio, Indiana, Illinois, lowa, Missouri, Virginia, Kentucky, 
North Carolina, Vermont, Florida, and Nevada. The biggest rise was Nevada’s 
9% increase over the 1953 average. Others with significant increases were Indiana, 
with 5.4%; lowa, with 4.5%; and Florida, with 3. 5%. 


Among those States with the highest per-farm incomes are found the East 
Coast States of Connecticut, Delaware, and New Jersey, with their very small, 
but highly developed farms. Also among the high-income-per-farm States are 
found the Western States, where the farms are among the largest in the country. 
The most popular conception of farming is found on the high-producing, average- 
sized farms in Iowa and Illinois. 


Honors for the biggest farm income went again to California, where almost 
$2.5 billion in farm products were marketed in 1954. Iowa, with $2.3 billion, 
was a very close second. The other three States in the top five were Illinois, 
with $1.95 billion income from farm products; Texas, $1.89 billion; and Min- 
nesota, with $1. 23 billion. 














